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woruay is a lex: country with a scattered pow 
serruin und clinate and great communications and tx: 
‘he people have stronz local attachments and in mam 
6 Only reeently an entity. liven today it is remot 
imal of its GOkserse and transpert is over water, } 
aces ©. ferelgn cule horway is a now country jeu ic 
enee and with anti-colonial sympathies. Its views : 
bah idealistic, Horal und ideclogleal terms. The Lut 
power for 25 yeurs uni there is ao real indication « 


although a menber of NaTO, associated with eft 
vean econoule integration ani generally oriented tia 
véenples a somewhat sceelal sosition between Fast at 


upon ner oroxinity to the USS, the limitations os ce 


ver longetime socialist majority and the sp eelul ide 
oymoathios Characters xed by aistoric neutrality auord 


om SOPWa Gantinues to attach creat Lasoo 
and favors use oi’ the Us as an instrasentulity 
variety of Insernutionuyl issues 


w~ In resnonse to Soviet objections to bn 
walt, sorvay guve the UsSn assurances that host 
be used as a base for aggressive action against 
that forelen trcozs would be stationed in Lora 
evert of war or threat of imminent war (base « 


-- iiorvay kas declined to consider the inc 
atocle veapons into Lorvegiun defense princ4:.] 
desire to avoid auction which the Ussii eoula roy 


in the conduet: of their uffuirs Norwegians ¢ 

to the nearness of soviet pover, but soviet effar 
fenerally sucesed only in pusting Norwegian baels 
torvepians ure unxious to be consulted by their al d 
their support of “estern tositions taken for Shae 
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norvegians attach great importance to the reduc ion of East-Nest 
gensions and to measures which will lessen the chane s of <n Eust-\lest 
conflict. dJudgiuent of and confidence in U. 5. leade ship ere highly 
desendent on the extent to which U. S. policies and  ztion: are regardec. 
4s contributing to or detracting from the achievenen of t} is objective. 
Taus, the Lorvegian outlook focusses primarily on th many an. Civerse 
ussects of the juestion of armaments as they enter 1 to Dar +- jest rela- 
tions (disarmament, nuclear testing, disengagement,  deatic: un contro! 
of atomic weapons, ete.) and on the continuous and po tient «. Jorts to 
deal with these prcblens by negotiation, ‘The genera confi i: ice which 
tae U. 5. commands in lorway is largely the result. o ‘hed ; Simate of 
our handling of these matters: the more U. 6. police. end e+ ong tend 
to coincide with kerweelan aspirations the less Norw. glans 3d to asew 2 
# neutral or neutrelist posture between Hast and ves. 


Recownended U, Se vositions: 

1. Solicarity with the vest 

Although obviously the attitude of Norwey lone « woot - 
determining in critieul decisions on major Hast Jest 4 36 IGE g 


it is assumed that Norway's views will be borne in mir i. along 


with those of other countries, in assessing the +ariov: 0] itical, 
diplomatic und propaganda consequences of alter ite U. - policies. 


Conscientious and forthright consultation is th most | ortant 
Single course of action the U. 5. can pursue to .ssure © ie con- 
tinued strength and effectiveness of Norwogien lidar ii’ vith 
= the Jest. 
&e Base roliey 
The U, 5. should not seek to change Horway 3 pase . licy, 


unless a demonstrated military need is responsi: ivy set © rth. 
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any determination that it is desirable toobtuin a change in 
Horway's base policy should take into account pclitical us 
well as the military factors, snould be the result of 4 
realistic appraisal clearly focused on an objective, and 
should therefore not simply be a "paper policy." 

If, in the light not only of the military fuctors ine 
volvei, but of all the foreign policy assects, it is detor- 
mined to be in the national interest of the U. 5. to seex 
the ineorporation of atomic weapons into Norwegian defense, 
tho approach to the Norwegians should be primarily throu7h 
NavO and other military channels. The delicate internal 
political situation surrounding this issue and tne countore 
preductive result of any strong or organized effort to one 
vinee Norway should be taken into account. Discreet effirts, 
however, should be continued to impress upon Norvegians, beth 
military and non-military, the role of modern wesoons. 

4. China 

In the absence of unusual circumstances creating a 
special case the U. 3. should refrain from seeking Norve den 
sup zort on those aspects of the issue on which Norway ha: 
already clearly indicated its disagreement and maintaine: 


its position over a very long period of tine. 
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The U, S» should keep Norway's views in mind in any con- 


sideration of Soain in iaTG and recognize that those vie 
are far from sunerficially held. any effort to get Suain 
into LaTO should commence with a strong and convineing a‘ 
ment setting forth the military desirability, 

6. Svalbard (Saitzbergen) 


The U. S. showld guietly encourage Norway to maintai, 


s 


lim 


7 


its own establishment on Svalbard and its hydrorraphie and 


sclentifie exploration; to keep a constant surveillance a 
tussiun activity, and to resist oressure from the USS ir. 
tended to force upon Norway a yolicy of excludirg all ro 


develo.sent in Svalbard, 


Be DEPEUSE MalTEis 

norway is a smell country which as a UatO member has hed 
defense role thrust upon it by the facts of geography. Its dk 
efeetiveness is inhibited by some factors coumom to several j 
countries (inade-uate defense budget, pressure to reduce alre: 
lengths of service for draftees), and by tyvo solicies sharec 
1ianee only with Lennark (no foreign bases or trooss in pear: 


ubonie weagons in the country}. Vespite these linitetions Peers 
ecoparation within [ATG and bilaterally with tho U. S. has berz 


and her contribution to the comuon defense worthuiile, lorvas 
pended on the U. 5. to supoly the major itens needed for dete: 
side ussistance will continue te be necessary if an adecuate « 
to be maintained since horway alone will not be able to surch: 
iueus of material in any aporeciable ijantity., The Norwegien 
itimistry is presently undertaking a three-year deferse projet 
bo submitted to the Storting in 1961 along with other longeai 
posale by the Government. io major shifts in defense policy ¢ 
are foreseen. 
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Xeconmended U, 3, Fositions 
1. D Budget 


The U. 5S. should continue to urge, bilaterally and through 
HalO, particularly the annual review procedure, that Norway adopt 
nore nearly adequate defense budgets. The U. S. should also work 
selectively through such devices as costesharing construction or 
spare parts programs to induce lhorway to undertake specifie new 
defense comaitments. Military assistance should be used most 
sparingly if at all as a lever. © 

2. gength of service 

is military service is essentially an intornal issue, there is 
little the U. S. aan do. We should concentrate our effort on the 
importance and necessity of adequately-trained personnel, and this 
cun be emphasized in connection with military assistance, Wea can 
indirectly enc®urage the naintenunce of at least the present levels 
of service and the development of « professional enlisted service. 

3. | is ; Vv 

The U. 5. should continue to furnish grant aid equipment to 
the fullest extent permitted by legislation and available funds. 
There will still be substantial shortfalis, which might be met 
to some extent through NaTO common production. The U. 5. should 


encourage other NulO members to help meet the Norwegian need. 
OWE TDENTL 
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4, Spare Parts 

The U. S. should terminate spare part support generally, in 
line with our policy elsewhere, but in recognition of Norway's 
special position, we should propose to the liorwegians an off- 
setting increase in other grant aid, provided they agree to 
increase their defense budget by a substantial amount to be 
devoted to training. This recommendation, in greater detail, 
has already been nade to the Departments of Defense and State. 


C. COLO 


The horwegian economy 1s comprised of a highly developed and 
competitive external sector with a donestie soctor composed of less effi- 
‘cient units of production, many of which are relatively small, The econ~ 
omy is vurked by a linited suaply of natural resources, manpower, capital 
and technology, the allocation of which is strongly influenced by the 
Labor government's moderately socialistic polieios based on thé tenets 
of private ownership of the preyonderance of the neans of production » 
strong central government control of the domestic econony and free play 
of economic forces in the external economy es 


The governuent, with most private enterprise, is endeavoring to 
promote balanced economic growth through the offieient utilization of 
Horuay's -. ~~ surees, pvarticulurly hydroelectric, and to inprove 
and rationalize the less efficient industries, an effort which is not 
without difficulties. 


In the short term, the success of government efforts to pronote 
efficiency, and conseyuently to maintain price stability and competi- 
tiveness, will largely devend on the outeone of the general wage and 
agricultural price negotiations in 1961. iiithin the next few years 
a declining current fiscal sur:lus and a very high level of texation 
may make it very difficult for the government to continue to expand 
its investment, varticularly in social overhead eapital and in atonmie 
energy research as an eventual substitute for hydroelectric power, with 
out diverting resources from the private sector in such large amounts 
as to slow the growth of the economy and inpeir competitiveness. In 
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the long term, a shift from controlled consumption to mass consumption 
through the increasingly wide use of consumer credit may lead to a large 
growth of consumer demand and to a greater increase in consumption than 
in investment, with adverse effects on price stability and growth. In- 
creased foreign competition will aslo require extensive readjustments 
of production and distribution methods as horway's markets become in- 
creasingly more accessible to its EFTa partners. Finally, Korway's 
ability to compete in world inarkets muy euffer if 1t cannot udequately 
import new technology since Norway 4s too small to afford the outlay for 
the required level of independent research. 


The ability of Norway to cope with these problems will be greatly 
influenced by its ability to oxport large and increasing amounts of its 
soods and services. ‘while a high level of domestic savings, particularly 
public savings, has been one key clement in the very heavy investment of 
recent years, infusions of foreign capital and import surpluses financed 
mainly by the earnings of horway's large, modern merchant fleet have been 
supplementary factors of critical importance. 


Consequently, Norway's external economic policies are directed toward 
the expansion of its exports of goods and services through free competi=- 
tion on the international scene. These policies are reflected in liorway's 
menbership in EFTA, its attraction toward the OFCD, and its opposition to 
discrimination and other restrictions on international transsortation. 
viorvay's efforts thus to move toward free trade, freedom of international 
finanedal transactions and freedom of competition in international trans= 
portation; organically close economic relationships between the U. 5. 
and Kurope; and a solution of the Six-Seven issue have given rise to 
the conflicts of views that disturb economic relations between the U. 5. 
and Lorvay. lorvway feels strongly on these several issues because, as 
pointed out above, its finely balanced sconomy is particularly sensitive 
to even minor shifts in external conditions. 


isea@o nde Po 3 
le Zrade 


The U. S. should continue to press Norway to reduce the 
renaining restrictions on imports from the U. S. In this effort 


hard core industrial items should continue to be emphasized, 
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but the U. 5S. should also mount a long-term effort to induce 
ilorvay to reduce and in tine eliminate ua large part of the 
prevailing restrictions on agricultural imports. «action 
should also be taken publicly to bring to Norwegian attention 
the long distance that the U. 3. has moved in the last 25 
yoars fron its traditional protectionist policies. 

“Within the range of present U. 5. shipping policies, we 
should seek constantly, but in low key, persuasively to explain 
our policies and to mitigate the opposition outeries fron 
vorwegian shipping interests, 

Serious consideration should be given to undertaking a 
greater neusure of cooperation with efforts of Norway and 
the other maritine nations to reduce discriminatory practices 
in shipping. This might take the form of parallel diplomatic 
action or the udoption of a posture in international bodies 
against flag diseriminution 

3. Giyi) aviation 

The U. S. might well tenporarily postpone its efforts to 
induce Norway and its Scahdinavian partners to agree to our 
Bermuda concepts and concentrate on a pragnatie solution, along 


some other line such as voluntary measures to increase the 
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Alternatively, there might be concluded 
proportion of prinary justification traffic,/an agreement whereby — 


without reference to principle —— SaS would reduce its rate of 
growth over a period of time, but not freeze its capacity at 
196) levels, until primary justification traffic constituted a 
larger proportion of total traffic carried, within an agreed 
range of orders of magnitude. 

The Us Se might also consider the possiblity of raising 
the question of the interpretation of the capacity clauses in 
the International Civil aviation Organization, as Norway suggested 
in November 1959. Throughout, however, we should seek to mitigate 
as best we can the emotional outcry against any diseussions whate 
soover of civil uviation questions. 


4e 


The U., S. should seriously review the vossibilities ‘of a 
nore fortheoming position tovard the Seven and promoting an 
organic Six-Seven link. io specific courses of action toward 
iorway directly, however, see indicated. 

Sinilarly, the U. 5. should continue in Paris to 
negotiate the compromises of Issues on OECD on which the 
two countries differ, taking Norwegian cesiderata into account 
to the extent feasible. No specific courses present thenselves 


in relation to direct action with ilorway. 


GOWFTDENTI AL 
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Norway 46 relatively a new nation having achieved ite independence in 
1905 after four centuries of Danish rule and nearly a century of Swe ‘sh 
rules Fe oe eee ee ee ee ee 


circle, vith a difficult climate and rugged terrain and a small (3.5 
million) scattered Sa alatices fgg aay cts and difficulties 
are great. P:puletion centers are of very recent end, in many 


respects, Torway, 
yet to become an entity. ee eevee toe oe Oe ae 
provincial in relation to the nation as the nation, in many respects, 
pri<incial in relation to the world. plier Paget Hac apres ben repos Pit 
to language (dialect), conservative in customs and with an intensely 
perochial view. Although there is a notebie lack of significant issuss 
between the parties they attach acute importance to seemingly secmdary 
issues which apparently have great psychological or emotional significance 
(eog:: language, education, redistricting of towns). 


Norway is even today relatively remote fram Eurape. The bulk of 
her international transport and commerce is over water. She hes a long 
history of insolation, pacifiem and neutrality. 


While the Norwegian econany has same strong points such as shipping 


t 
siluation and dangerously vulnerable to external factors. Natural 
resources, except for waterpower, ars scanty. Lees than four percent of 
the land is arable, and the present camparatively high etandard of living 
does not alter the fact thet Horvay is besically a poor comtry and that 
many Nerwogiens eke cut little better than a subsistance living. 


As a emall power Norway bes strong convictions as to the importance 
of the rule of 1:,; to her survival and to the protection of her interests 
from encroachment by great powers. Norwegien views are generally voiced 
in idealistic moral and ideological terms, strongly beld often even in 
the face of inconsistent facts with a tenacity which, particulerly where . 
pecuniary interests are involved, is characteristic of a hardy peasant 


Norway's location, climate and terrain have ali contributed to her 
treditional intsrest in arctic and antarctic exploration. Ortside the 
mainland Norway has an antarctic claim and several territorics of strategic 
irahesanisy Jan Mayen, e@ simli island in the North Atlantic and Svalbard, 

ie@hebergen Archipelago), which is also the object of considerable Sovist 
imerest 
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A. ‘Taternel Political Situation 


The last 25 years have witnessed the rise in Uorway of a social 
welfare ctate which in many significant respects is no more oo 
than the U.S. but which, deapite a generally moderate approach, is 
erbitrarily regarded, both by its supporters and critics, as socialisn.— 


The Labor Party has been in power since 1935 and now hes an 

absolute majority in Parlienent. This majority is in sam ways precarious 
because it depends on holding together a rather wide range of economic 

groups (farmers, fishermen, forestry workers, white collar and industrial 
tier and differing ideological groups (fram rafical socialists to 
moderate liberals). It also depends on the ineffectiveness of the non- 
socialist oppusétion. So far the Labor Party has succeeded in compromising 
differences sufficiently to mollify dissident groups. The Labor Party is 
headed by Einar GERHARDSEN, who except for a short interval, has been 
Prime Minister since World War II. He is clearly the dominant personality 


_4n Norwegian. politics. 


The genexal tendency of e11 the parties (not inclu@ing the Commnists 
who have only one seat in Parlierent) is toward the political center and 
emphesis is on the pragmatic ani practical rather than on the ideologial. 
Even if the Government wore changed there would he no change in foreign 
policy and little change in domstic policy. 


Be Foreign Policy Attitudes 


As a new comtry with a relatively recent history of liberation fran 
foreicn rule, Norway has anti-colonial sympathies. In addition, the 
Labor Party is sympathetically disposed to govermmsnts conducting new 
pocial experiments. In sane respecte Norwegians, in the Labor Party at 
least, consider themselves more nearly akin to the underdeveloped 
eountries than to other nations. The Norvegians do not believe that tin 
Soviets are likely to start a general ver but instead believe strategic 
Cecionion nov depends largely on political and econante efforts in the 
uncommitted areas of the world. 


The llorvegians are strongly inclined to favor the unfemlog wherever 
he may be found ani to cheer revolutions. They are inclined also to 
be exceedingly severe and moral in their judgment of corruption and to- 
talitarian regimes of the ight. These attitudes strongly affect their 
views on Algeria, Cuba, China and Speine 


- Tiosvay continues to attach great importance to the UN and favors 
use of the Ul] as an instrumentality and forum in a variety of interna- 
tional issues (e.g.: disarmament, assistance to underdeveloped countries, 
reintenance of peace, etc.). In the UN perticularly, Norwmy sostines 
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regards herself as a go-betwoon between East and West, a role she is 
in fact in some respects well suited to play, and she is justly proud 
of the contributions of Halvard LANGS, Hans ENGEN and others in nego- 
tiating acceptable resolutions on a mumber of major issues. 


The loewsgian Labor Party maintains world-wide party-to-party 
rélations. The Labor Party also believes itself to be in a good positim 
to maintain special relations with certain countries behind the iron 
curtain (e-¢.: Poland) and they believe in promoting a variety of East- 
West relations to maintain contact with the western heritage of certain 
of satellites in Europe. 


At the conclusion of World War II Norway joined the UN in the 
realization that she was dependent on collective security. The failure 
of the UN to provide adequate security and the proximity of the USSR 
resulted in lorway’s becaaing a charter menber of NATO. 


In response to Soviet objections to Norway's joining HATO Norway 
gave the USSR assurances that lorway would never be used as a base for 
egeressive action against the USSR and that foreign txoops would be 
stationed in Norway only in the event of var or threat of imminent war. 
This is knowm as Norway's “base policy." 


Norway has also heretofore declined to consider the incorporation 
of atomic weapons into llorwoyian defense. The reasons for this policy 
are complex but, ae in the case of the base policy and a number of other 
Situations involving relations with the USSR, the desire to avoid action 
vhich the USSR could regard as provocative is praninent. Similarily the 
hope of avoiding destruction on Norwegian sil in the event of general 
war or even, possibly, avoiding any participation at all in a gererel 
war is present. (For Embassy evaluations of the atomic weapons policy 
seo Exibdes 206, October 15 and Exbdas 259, Noventber 19). 


Norwegians are jealous of their independence and proud of it. In 
the conduct of their policy Norwegians cive due consideration to the 
nearness of Soviet power, but Soviet efforts to intimidate then into 
Giving further consideration to this factor generally succeed only in 
putting Norwegians backs up. By the same token Norwegians are anxious 
to be consulted by tiné:r alifes and not to have their support of Western 
positions taken for granted by their "big brothers" in NATO. 


While the bitter memories of World War II have been attenuated by 
the passerse of time and Norway has accepted the necessity of close 
e tion with Germny (which is aleo her most important trade part- 
Deel in TATO, anti-German sentiment, distrust of Germany and of 
renascent German military power is still an important factor. This is 
particularly/in the left wing of the Labor Party although the situation 
true 


cOonr TAL 


Approved For Release 2005/04/22 : CIA-RDP83-00036R000700060071-0 


ry 


Approved-For Ralggse 2005/04/28 OT ADRISH4..000 36ROQQT00060071 Page us 
Encl. Hoe 1 
Desp. 302 
From OSLO 

is now somevhat mitigated by the position of Willy BRAIDT in the SDP. 


Norway's special interests and points of view are shared in varying 
degrees by her Momwiic neighbors: Gweden, Finland, Dermark and Icelend. 
Although these nations, which have highly similar views on gencral political 
and security matters, were not successful in forming a defense commnity, - 
they are closcly associated in a mmber of fields of endeavor which are 
coordinated by various Nordic governmental institutions and party contacts. 


Noxway is a merber of NATO, associated with efforts to obtain 
European economic integration and generally oriented toward the West. 
Norway, however, occupies a special position between East and West based 
largely upon: her proximity to the USGR and the limitations on her NATO 
participation, her socialist majority with the special ideological views 
end sympathies noted above, hor historic neutrality and pacifism. 


CG. Reaction to U.S. Fore Poli 


Horwigians attach great importance to the reduction of East-West 
tensions ani to measures which will lessen the chances of an East-West 
conflict. Judgment of and confidence in U.S. leadership are highly de- 

on the extent to which U.S. policies and actions are regarded as 
contributing to or detracting from the achievement of this objective. 


Thus Norwegian foreign outlook focuses *e75?\yv on the handling of 
the many and diverse aspects of the question of armaments as they enter 
into Last-Weat reletions (disarmament, miclear testing, disengagement, 
location ami control of atomic weapons). In this connection importance is 
glso attached to continuous and patient efforts to deal with these problems 
by negotiation and the emphasis which is placed on political and economic 
rather than on military measures, both in resistance to threatened exten- 
sion of Soviet influence (particularly in uncommitted areas) and in 
é€eveloping the NATO alliance. Importance 's also attached to the basic 
attitude shown to East-West exchanges and other coutacts. Norwegians, 
particularly in government circles, understand that these problem involve 
euch complexities as the need for controls anid inspection in disarmament, 
the importance of a strong military posture as a foundation for negotia- 
tions, and they are aware of the pitfalls in exchanges, ctc. Buta 
segment of the Vorwegian public, including some of the moet intelligent 
end intellectual, while accepting in principle the need for safeguards, 
ia still disposed to jcizm appeals broadly opposing atomic weepons and 
calling for peaceful actions as if both sides of the East-West conflict 
would be #«ffevisd equally. The U.S., however, is often regarded by 
Herwegians os being unduly militant in the tone of ite reactions to the 
ISSR and as placing undue emphasis on military measures, or measures of 
military assistance, in ite reaction to threats of extension of Soviet 
influence. U.S. attitudes and actions on the various aspecte of these 
problems are the principal fectors on which, at eny given time, the 
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state of U.S.-Norwegien relations and of Norwegian confidence in 0.5. 
leadership depend. 
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As & sill power liorway is in most respects a follower rather than 
an initiator. As a member of NATO lorway has loyally eupported NATO 
positions and the Norwegian Foreign Minister has successfully defended 
these positions and won general support for them in the Norwegian Parlia- 
ment. Norway cannot be said to have an independent position on such s 
subject as disarmament. If the U.S. and NATO position on disarmament 
(and 11 the related subjects) gives the impression that ae gemine effort 
is being made to move in whet Norwegians consider the right direction, 
Nowwegians fed. comfortable in their association with the West. It is 
the general. interrelated texture of these subjects rather than a technciel 
position on an individual aubject which is important. The general config 
dence which we command «is the resuit of this total product which determines 
the extent to which Norwegian will emphasise (or de-emphasize) points of 
difference with us on specific BasteWest iesues and the closeness of their 
association. In eum the more U.S. policy and actions tend to coincide 

with lorwegian aspirations the less Norwegians will tend to assume ea 
neutral or neutralist posture between East-West. As the Foreign Minister 
deseribes it "the strength of neutraliem in lorwey veries in inverse ratio 
to Norway's confidence in the U.S.” 


Ne way is well aware that the principal threat to her indepentence 
cones from the Seviet Union and that NATO is essential to her military . 
- posture. Norvay is anxious for the U.5. to put forward policies which 
she can support and to feel that her voice is heard in NATO and other 
international councils. On the other hand Norway expects her allies 
rigorously to reapect the limitations on her NATO participation. She 
came to her present puscition from a long history of neutrality. When 
ahe is frustrated with respect to her expectations she tends to revert 
to a move uncommitted position between the East and West. | 


There is not presently any crisis in U.S.-Norwegian relations but 
there has been a general dimimition of confidence which has been particu» 
larly agerawted by the U-2 affair and the differences between the U.S. 
and llorway on air transport and shipping mattera (see below). The 
general level of confidence is also affected by. same Norwegian reservae 
Sions as to our political skill in dealing with the Soviet Union and the 
uncammitted areas of the warld. 


D. Current Political Issues 

The interrelated texture and general attitudes om Easteticet issues 
are unquestionably moet important in determining the state of U.S.- 
Norwegian relations. There are, however, several issues on which 


particular Norwegian views are vorth stating separately, and on which 
2 U.8. position can be recamended. 
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‘Isadership of the Labor movement in Norway is actively and 
militantly opposed to any encsachmant by Communist influence. More- 
over, there is a grat reservoir of friendship for the U.S. among the 
Norwegian people. The Norwegian press generally is friendly to the U.S. 
though the views which it expresses in part reflect a lonestanding 
tradition of solidarity with the Covermment in foreign affairs matters 
and does not necessarily accurately reflect the diverse views of the 
public. 


Norwegian friendship for the U.S., the availability of Hore 
wegian facilities for ITO military purposes and Norwegian support on 
noet EasteW st issues is not currently in any doubt nor is there any 
significant public opposition. Among Norwegians, however, the degree 
of enthusinen for NATO and for U.S. policies tenda to relate at any 
given time to the state of vorld tensions, the status of the fundamental 
end complex issues between the East and West, and on the apparent willinge 
ness Of the U.8., on the one hand, and of the USSR, on the other, to deal 
constructively with these issues (particularly those most closely related 
to armaments). Soviet threats and aggresive actions, perticularly when 
they are aimed directly at Norway tend to make her stand firm. on the 
other hand Norway ie inclined to look for campromises when she thinks 
that the U.S. is either too militant or not sufficiently willing to 
regotiate directly with the USSR. 


Recommended Position: 


Although ooviously the attitude of lloxway alon: cannot 
be determining in critical decisions on mijor East-Jeet 
issues, it is assumed that Norway's views will be borne in 
mind, along with those of other countries, in asses:ing the 
various political, diplomatic and propeganda coneequerces of 
alternate U.S. policies. Conscientious and forthri:ht cone 
sultation is the mst important single course of aciien the 
U.B. can pursue to assure the contimed strength an’ effece 
tiveness of Norwegian solidarity with the West. 


2. Base Policy 


UoSe and NATO militery authorities have indicated ia general 
tazms that the inability to station foreign troops in Norway in time 
ef peace is disadvantegeous to the best military posture. However, 
there has been no military pronouncement clearly setting fort. in what 
manner and particularly in what degree Norwegian base policy #8 deo 
bilitating. Failing euch militery evaluation it can only be sseumed 
that military authorities do not attach serious inportance te if. The 
Narther Headquarters NATO Comeander (AFNE) has stated that thore is no 
carrent need to station foreigm forces in Norway. 
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Hoxway"s base policy in firmly entrenched in goverment policy 
and is, throughcut Norwmy, supported by the public. Any effort fron 
outside to have the policy changed would be directly counterproductive. 
The Lorvegian base policyws accepted by the NATO allies as a political 
fact attendant upon Norwegian adherence to the Alliance. 


Recormended Position: 


The U.S. should not seek to change llorway's base policy, 
unless a demonstrated military need is responsibly set forth. 
Any determination that it is desirable to obtain a change in 
Horway's base policy chould take into account political as 
well as the military factors, should be the result of a 
realistic appraisal clearly focused on an objective, and 
should therefore not simply be a "paper policy.” 


30 Atomic Weapons 


The Govermmnt position on atanic weapons for Norway is 
Gesigned. by one rationale or another to avoid any present decision 
squarely involving an affirmative or negative response to the immediate 
atomic arming of Norway. The position of the Labor Party on the other 
hand, as incorporated in its 1957 progran and binding upon the Party 
until repealed by a national Party Congress, is that there shall be no 
atomic weapons on Norwegian soil. Ho political perty is prepared to 
take a position that atanic weapons should, in the presant situation, 
be introduced into Norwegian defense. 


The most prominent argument used to oppoce the stationing of 
atomic weapons in Norway is that lorwmmy should not undertake any action 
which the USSR would find “provocative” and which would risk involving 
® serious revision of th: present relationship of the USSR to Scandinavia 
a3 @ whole. The Labor Party leadership has indicated privately that it 
would like to have included in the Party program, to be approved in the 
Spring of 1961 far the Storting term 1961-65, a mare flexible position. 
However, as important segments of the Norvegian public are opposed to 
atomic weapons generally on pacificist, neutralist or moral grounds and 
are gusceptible to appeals ani demonatrations “opposing” such weapons 
“unilaterally,” it is increasingly unlikely that there will be any 
significant change in the Labor Party's position. In any event the 
effort to obtain change in the Party program does not carry with it 
any belief on the part of the Labor Party's leaders that ataxic weapons 
should be introduced into Norwegian defense nov. 
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The military view of the relative value or necessity of atomic 
weapons in Norway is most unclear. Norwegian military officials ave 
generally ir favor but no official pronouncement on the subject has been 
made. American and NATO military views are aleo nixed, particuwarly 
with the eryrgence of the concepts associated with Polaris off-shore 
potential aul the suggestion of a NATO independent deterrent. Although 
some responiible military officials have declared that atanic weapons 

in Norway are highly desireble, sykesinjastieeg reoponsible political 
opinion ho.ds that at least there should be no bar to their introduction, 
here 6till remains the need for a relative appraisal of the military 
need againit the political reluctance to accept. 


Recamended Position: 


If, in the light not only of the military factors 
Lavo..ved, but of all the foreign policy aspects, it is 
dete: mire? to be in the national interest of the U.S. to 
seek the Incorporation of atomic weapons into Norwegian 
defaase the approach to the Norwegians should be primarily 
thragh NATO :md other military cianneis. The delicate 
intsrnal political situation surrounding this issue and 
the counterproductive result of any strong or orgm ized 
effort to convince Norway should be taken into account. 
D.screet efforts, however, should be continued to impress 
upon Norwegans, both military and non-military, the role 
of moder weapons. 


4. China 


Horway recognizes Communist China and believes it is entitled 
to occupy China's seat in the UN. Conversely, Norway regards the U.S. 
refusal co recognize Chins and to seat it in the UU as a refusal to 
accept ‘he plnin facte and deal realistically with an existing situa- 
tion. ilthowh the leading officials concerned with foreign policy 
umlersiand that the future of Formosa is inextricably involved in ea 
solution of the Chinese problem most Norvegians seem enaware of this 
complication. Norwegians generally believe Camunist China to be 
"entisled” to the offshore lands and consider armed resistance to 
Commpist Chim at this point as a danger to the peace. 


Norwegian reaction to U.S. support for defense of the offshore 
isisads by the Republic of Chinn enters into the general complex of 
Eas‘-West issues. Despite the Chinese invasion of Tibet Norsegiens are 
inclined to believe that Commmist China cannot be expected to behave 
responsibly unless accepted as a member of the comunity of oations. 
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ilorwey regularly votes agninst the J.S8. on the issue of seating 
Commniet China. Norwegian views on this subject are firmly established 
and efforts to obtain Norwegian support for those aspects of our policy 
which they have not heretofore agreed to are inclined to be resented ani . 
are likely, at the very least, to cost goodwill. Norway and the v.58. 
have fully exchanged viewe on thie iesue and unless a new cet of factors — 
enters the piciure, little or nothing is to be gained by any further 


Recomended Position: 


In the absence of unusual circumstances creating a speciel 
cans the U.S. should refrein fran seeking Horvegian support on 
those aspects of the issue on which Norway has already clearly 
indicated ite disagreement and mintained its position over a 
very long period of time. 


5. Spain 


The Norwecian Govermnent io opposed to Spanish menbership in 
NATO. The leadership of the Labor Party, even if it were inclined to, 
could not get support within the Party for Spanish membership. Further 
more, Uorwegian foreign policy is generally conducted on the basis of wide- 
spread agreement of the nom-socialist parties and there is no party in 
Norvay which would support Spanish meubership. The objections are so 
vocally stated and influentially backed that so long as FRAIXO remins— . 
in pover the Norvegian view may be taken to be umlterabic. 


Implicit in Norway's porition of opposition is a judgnent as to 
Spain's military security value to NATO. Norwegians are not reluctant to 
point out that they have never heard a responsible UATO view expressing 
the nilitary need or even military desirability of Spanish association. 
In fact they are under the impression that General NORSTAD, in his public 
statemente at least, has been notably silent on this issue. Norwegians 
for their am part are sceptical concerning the value of a Spanish military 
contribution to NATO. They believe that Spain's military signifiaance as a 
possible anast to NATO is Hmited to the strategic considerations arising 
out of its geographic location, and that thie asest is adequately made 
available to NATO through U.S. bilateral arrangements with Spain. 


Unconvinced of any pressing military requirement for Spenieh 
aszociation, Norvegians remain imperious to claims that the exclusion 
Of Spain is due only to the arechronistic whim of a minority of the mere 
3.5 million inhabitants of o single member of TATO which should not obstruct 
the desires of the mjority. Norway in this connection is not unmindful 
thet the enthusiasm for Spanish menbership is by no means overwhelming in 
gritain, France, Belgium, Nolland and Italy; ani of course Denmark is 
clearly opposed 
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liorway is fully prepared to bear the brunt of the responsibility 
for keeping Spain out of NATO: indeed Norway probably takea pride in 
having such a decisive voice anong Great Powers. Confident that if the 
issue were joined she would not stand alone, Norway will not be budged 
unless convinced that her national security itself io at atake. More- 
over, liorway is aware of its own contribution to the strategic position 
of NATO and knows that the allies will be most reluctant to purchase 
Spanish merbershiy at the price of Tiorway'oe 


Recommended Position: 

The U.S. should keep Norway's views in mind in any 
consideration of Spain in NATO and recognize that those 
views are far fran superficially held. Any effort to get 
Spain into NATO should commence with a strong and convincing 
argument setting forth the military Gesirability. 


Ge. Svalbard (Spitzberven) 


The political significance of Norway’s Polar Archipelago arising 
fron ite strategic position is demonstrated by: 


(a) The maintenance on Svalbard by the USSR of 
uniconormic coal mining enterprises, the only non-official 
Russians living outside of the Orbit, comprising almost 3/u 
of the entire 3,500 population of the area. 


(b) The consistent USSR effort since the ver to gat 
Norway to abandon to Russia all or part of its responsibility 
for the territory ari to curtail any developmental activity. 


The most recent Soviet effort (September 1960) relates to 
posoible Lorwegien effort to establish civilian airfields. 


Recampecvsvis3, Peedtion: 
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The U.S. should quictly encourage Norway to maintain 
its own establishment on Svalbard and its hydrographic and 
scientific exploration; to keep a constant surveillance on 
Russian activity, andi to resist preasure fran the UGSR 
intended to force upon foxvay @ policy of exeluding all 
modern development in Svalbari. 
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(Note: The two most important component elexents in iorway's 
defense policy << hor bace policy and her attitude toward atowle weapons 
— are discucsed under the Politice] hending. This section, while 
referring to the nilitury consequences of the atomic weapone ettituce, 
adéresses itself rore specifieclly to Norwey's present defense posture, 
her military relationships to NATG and the U. 5., and mejor problans ia 
the defense field.) 


f fad a 
dle ‘ i 3 


Norwegian defense is keyed solidly to two things: U.TG and U. o. 
nilitary assistance. In defense matters, Norway put herself wholly 
into the hands of the U.TC Alifance in 1943. This decision contimes os 
in the past to have virtually unanimous cupport in the ctorting and the 
country ct large, for the reason that every thinking ‘Jorwegien realizes 
that Siorvey alone is completely unuble to ceffend herself adequately. 


Norway makes 2 significant contribution to the ‘llience: virtually 
21] Norwegian carne? forces are earmerked for NATG; Norwegians cooperate 
wholeheartedly in many aspects of | lisence military planning, perticularly 
those readily identifisble os purely defenseiva in nature (early warning, 
integrated oily defense, ete.); and the NTC Headquerters for illied Forces 
Jorthern “urope is loceted in Norway. Norway contributes olso to WATU 
rilitery solidarity in the less messureble but no less inportant respect 
of standing fire in the face of Soviet militery threats, 


dlitery issistence. Norwegion~’rorican cooperation under the genoral 
N.AiTG aegis has also beon very close, with the U. 5. serving as the source 

of virtually c11 the exms and materiel with which the Norwegian military 
effort hes been mounted. CGver the whole span of the U. s. military acsis- 
tance progrem, the U. 5. hae supplied in grant aid about 00,000,000 

vorth of militery hardware. The most important items foreseen over the 

next few years in the area of military sesistance are (1) a naval construction 
program to cost about $117 million, with the U. 5, end Norway each paying 
helf, (2) F=104 grant sid replacements for two squadrons of outdated fighters, 
end (3) \lbatross grant aid replacenents for cutdeted ASW olreraft. It is 
possible that ilorwoy might do more for herself in saue respects, but when 

4% comes to mejor items of military equipment -— warships, planes, tunks,. 
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heavy end modern wevpons -- it is obvious thot sneall country with 
limited resources cannot equip itself edequately. Cutside assistance 
in consi€ersble messure will continue to be needed If iiorwogian emec 

. forees are to be equipsec in such manner ag to ucke a reseonable. defense. 
posture possible. 


while Norwey has not been able to essist the U. 5. in such materiel 
ways, the spirit of general cooperetion with the U. S. in ndilitery netters 
has been generally excellent, and Norway has elso cooperated readily in 
sevorel special projects undertaken by the U. 5. in Norwsye 


tlitsry otretegy. The Russians have powerful forces in the Kolo 
Vurnansk ures, armed with the full panoply of modern wexpons. torway hac 
total mobilizable forces of about 217,000, with standing forces totalling 
about 36,00U and the balance being Home Suurd and Local Defense Forces. 
There ere 3 1/3 Army divisiong, a 5U-chip Hevy, a 1U-squadron “ir Force, 
The .my has one Honest John bettelion und the “ir Force one sike bettalion. 
There are ulso fuirly extensive early-warning fscilities, composing & 
major portion of the whole 1 -TC system. 


In the event of soviet cttack, which would presumably be first made 
on North Norway, the mejor Norwegian contribution to the “Llience would 
probebly be in early warning. The Uorwegian armed forces themselves do not 
presently have the capability of striking hussien buses effectively, nor 
of engaging invecing forces with any reel hope of succecs. In actuality, 
ané in terns solely of Norwegian resistance, iussian forces could seize 
North Norway at negligible cost to themselves. 


The rilitery imbelance between Norway end Mussia, with the consequent 
neerly total ‘lorwegian dependence on outside NATO and U. S, assistance, 
necounts for a thread of hopelessness which is woven into ilorwegian thinkinz 
end which appears oecusionally, stinuleting Norway's always latent neutrelity 
thinking, ince ilorwegians connot hope to beat the fussiens anyway, so 
they sometinea suy, why weste tine and money improving the militaryt This 
cttitude ean be effectively countered by enphesizing the fact that it is. 
poseible for ilorwey herself, with proper cecisions, planning, and use of 
available resources, to raise the purely militery price for teking Jorth 
Yorwsy to such « level that the Russiens way be unwilling or possibly even 
unable to psy it. Keeping this concept firmly before the ‘lorwegiens is of 
considerable military importance to the Alliance. 
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vodern Veapons. nite epert from the political question of the © 


acceptence of ator:ic weapons on Jorwegian soil, there ie an important 
issue in Norway releting to the manner in which «6 ver involving Norwzy 
might be fought, and thus whet sort of weapons are appropriate, 


sare Jorwegians mcy think wishfully and wistfully that in event of 
en cli-out wer itussian end U. S. rockets might pess overheud, leaving 
Norway undemaged beneath, ‘ost who think about it probably realize JJorway 
‘woule inevitably becove involved. They do not visualize Jorway in un 
active role of carrying the sttack to the U.5.3.%., but assure the U. 5. 
will do this, with etomic weapons. They elso assume thet the U. 5, or 
other SATU forces, presumably ermed with atomic weapons, will ecxe to the 
eid of Jorvegien forces under sttack, whether this etteck be of a limited 
neture or pert of « general ver. 


There is 2 growing, if grudging, reolizction in Noruay thet ator.ic 
weapons, as evil es they ray be thought to be in principle, would have 
to be usec if the other side used them. There is no indication thet if 
wer came iiorwsy would refuse to permit herself to be defended by allies 
using them, anc it is not unreasonable to suppose that if war cane, Norway 
would want atomic weepons for her own forces, although it is quite un~ 
rerlistic to think thet the neceseary training, installation, vtc., could 
be effected at such 2 tine, for ony other than weapons of relatively ninor 
tactical importance, 


Apert from the factors mentioned under the Political heading, and 
the Norwegian realisation thet they have powerful allies who do have ctaric 
weapons, one fector underlying their attitude on ataric wespons is the 
euphasis on defense as compsred to offense, This attitude, which doubt- 
less stexs in large part from Norway's pacifist ond neutralist past, nay be 
‘deseribec os a belief that there are sare sorts of’ weepone besically 
"defensive" in nature, and others basically “offensive” in nature, and 
that the way to dexonstrate one's peuceful intentions umistekably ic to 
abjure the one end adopt only the other. If there were such « thing as a 
waspon which would shoot only one way —= from defenders toward evgressors — 
it is certein that Norway would séopt it. The concept thet offence and 
Gefense, in other words, sre functions or resultants of intentions, not of 
the particular sorts of weapons helé or not hele, seena not to register very 
clearly with Norwegisne, 


This basic attitude is vrobably the reason, for instance, that 
‘lorway cooperates so readily in NTC militery plenning and reccures which 
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sre readily identifiable cs "defensive," even by hostile critics, It is 
elso one reuson why she belke st weapons which have ¢ connotation, at 
lecst, of being laid down on the opponent in his hare territory, inctes 

ot being laid down on hin only when he sesks you out in your own territory. 


In eny event, the result of “orweglen ettituces on stomle weupons is 
thet whatever allies might do, Norwegian units thenselves would have to 
depone solely on conventional wexpons for any fighting they might uncert:ke 
at pregent, There would seem to ba no ressoneble coubt thut the military 
effectiveness of Norwegian forces could be increased many-folc by the 
sgoption of atonie weapons. lio other step within the rene of possibility 
coulé hsve « carporeble effect in enhancing Norway's Cefence potentisl, 
This purely militory evaluetion is by no neene carpletely accepted in 
worwey, however, and even where it is secepted it is more than counter=- 
balanced by political objections. 


Be Current Defense Iscuges 
1. Defense budget 


The Jorvegien defense budget is drawn up in eceorcance with on 
unwritten canpsct arrived at in 1957 between the Soverment and the 
wtorting, by vhich the éefense budget wos to rewain constent st o 7357 
recl level, with cost of living incresses addec cs necesssry. Thet sudget 

{zg now savevhat above one billion kroner (2156 million), is 16 per cent of 
the totel fiscal budget cnc 3.5 per cent of Gir. It is sufficient to 
weintouiln the forces, but does not vermit adequate treining, purchese of 
needed new equinoent, etc. 


“grearent in principle hes recently been given to expand the 
defense budget in reel terrs sufficiently to toke cere of the naw Joint 
shipbuilding Progrec, but cny further expansion when the present cor. pact 
expires with the election of 4 nev torting in 1361 will be difficult to 
achieve, on incresse would require either higher texes (already carong the 
highest in the world), or diverting funds from social services, conmunice= _ 
tions, investment, otc.—-progreams which cre at the heart of the Labor Party = 
politiec1] strength, 


Recommended Pos 3 


The U. & should continue to urge, bilaterally end through 
NATG, particulerly the annus] review procedure, that Norway adopt 
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wore nearly edequate defense budgets. The U. J. should also 

work selectively through such devices ss cost-shering construction 
or spare perts programs to induce Jorwey to undertake specific 
new defense camitnents, purticulurly in the arew of better 
personnel operations enc training. {ilitary assistance in 
general, however, should be used nost speringly if et 011 uc e 
lever, 


2. Lenrth of service 


“xeupt for there physteslly unfit, oll horvezion esles serve in 
the emed forces — 16 months for the «my, 16 for the “ir Force and Jovy. 
There is constent pressure on the Governzent to reduce these terms, pressure 
vhich rises az the international climate inprovee or appears to do so, and 
recedes in more troubled tines, wo far the Government hus held firm ayuinst 
& recuction. ‘one coems imminent, but it remains e definite possibility. 


The present lengths of service cre rinimel in terms of time 
needed to turn recruits into servicemen able to use properly the equipsent 
uvailuble to them. -s naw ond more complicated equipuent comes into use, 
it. is obvious thot mors or improved treining for recruits, or more enreer 
personnel, will be necessary if full efficiency is to be rainteined. The 
letter alternetive of developing o "esrver" service in the enlisted ranke 
is now being put forwerd by the Vinistry of Defense, 


z ended Position: 


-8 Hilitery service is escentially an internel issue, there 
is little the U. 3. can @o, ve should concentrate our effort 
on the importance cnd necessity of adequately-trained personnel, 
und this can be emphasized 1n connection with military assistance. 
se cen indirectly encourage the nointenence of ct least the present 
levels of service and the development of a professional enlicted 
service, 


3. 6: ry /issietonce 


sorway ig uncble to purchsse the larger items of rilitary 
equipment nececenry for a reasonable defense posture. she hes trouble 
enough paying for operating costs after such items are given to her 
outright; in fact, high operating costs have played a significant role 
in lorway ¢ slowness to accept some military assistance itenc offered by 
the U, &. 
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The rejor outlines of projected U. 3. aseistance over the next 
few years have already been sketched in the five-year plan recently 
submitted, anc decisions with respect to the Navy construction program and 
Albatross and F-104 replecexents heve already been made known to the 
Norwegicns, The avy is recsonebly well teken caro of, but the -104 
program is only « start at rodernizing the j4y Foree, and the Amry will 
oleo have serious neede which ccnnot be met by prosently~plenned levels 
of &, J. assietance, 


Reconmended Position: 


The U, 3. should continue to furnich grant aid equipment 
to the fullest extent permitted by legislation anc availeble 
funds, There will still be eubstantial shortfalls, which wight 
be met to some extent through NéTC common production, The Us. 5. 
should encourage other 'ifC nembers to help meet the Norwegian 
need. 


4. spare Parts 


Closely connected with the problem of general maintenance coats 
4a the problex of spare ports, The U. 5. is still furnishing spare parts 
to liorvay under grant aic, tut this 1s an exception to the general rule, 
and it will be necessary in the resconably near future to meke sare change. 


Given the dangerously thin ‘Iorwegian nilitery effort, simply 
cutting off spare ports support would not be ¢ desirable solution to the 
problem. The ‘orwegians would be foreed either to eannibsalize equiment, 
let it deteriorate gradually otherwise, or reduce other important defense 
expenditures to take cere of spares. It is not realistic to think thet 
they will be willing to sdd full spare parts costs to the present defense 
budget. They cre aware, however, that the U. 5. policy with respect to 
furnishing spere perts has changed, und that we will be making proposals 
to then. 


Recommended Position: 


The U. J. should terminate spare part support generally, 
4n line with our policy elsewhere, but in recognition of ilorvey's 
rpeciol position, we should propose to the Norwegiens an 
offsetting increase in other grent oid, provided they agree to 
inereace their defense budget by e substantial amount to be devotec 
to training. This reconrendation, in greater detail, hee elresdy 
been nade to the Depertments of Defense and State. 


OSE TORATIAL 
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The economy of Uorway is precariously susceptible to external ine - 
flusnces. Ina sense, two economies exist side by side: tke home con- 
sumption eeconony of varying anil often yuestionable efficiency and the 
foreign trade economy which is highly efficient and entirely com etitive 
in the world's markets. 


The structure of both is charscterized by a mixture of state and 
private ounershi;;, the latter srejonderant. vut vidle government control 
und regulation are the distinguishing features of the donestic eeonony <— 
in resect of both home consumption industry and the donestic aspects of 
the foreign trade industry -—- government intervention largely ends at 
the waterline, In prineivle, and to a surprising extent in practice, 
the social democratic governnent of iorway, supported by a preponderance 
of public opinion and organized yolitical forces, stands for 19th contury 
econouic liberalism in its international as»ects including freedom of 
trale, freadom of enterprise, freedom of competition and Pull convertig 
bility of currencies. 


Be The Domestic Leon 


Government industry and labor ure culing great efforts to inprove 
the utilization of uorway's seant resources. ‘Hangover in the po.nlation 
centers is fully enployed, a condition that limits the scope for future 
rapid econonic growth. ifforts therefore are being concentrated on ine 
creasing the skill of the labor force, noving labor fron surplus to 
deficit areas, propagating improved management tecunisues, and providing 
labor nore effective slant and equipment with whieh to work. 


In outlying areus, however, concealed as well as seasonal yenploy- 
ment is prevalent. agriculture is largely inefficient and is orotected 
fer political as well as traditional, social and, ostensibly, Jefense 
reasons. Inshore fishing employs largely antiquated nethods and provides 
4 pvor livelihood to several thousand 4n the north, Forestry las risen 
fron the nadir to which it had sunk in the interwar period and with 
systematic reforestation and restrained cutting promises to im rove 
further with tine, Thousands of Norwegians nevertheless eke out a live~ 
lihood from forestry or a combination of marginal forestry und marginal 
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agriculture. The Trade Union Federation in oarticular is conecrned 
about the extent of concealed unemployment und is seeking ways to divert 
the wasted. manpower resources into more productive occupation. 


liydroelegtric power 4s Norway's one cheap, abundant, natural resource. 
Gnly about 25% of the potential has been tapped and rover necessarily 
bust be the focal point of future develojuent. The electrometallurgical 
and clectrochemical industries are tho foundation stones of the export 
econony ut present and are likely to become even more inportant in the 
future. 


although emoloyment and production occupy the center of the econonic 
stage in Loruay, the allocation of the »roduct of the economy is e natter 
ef presently suted but probably nore strident future concern. iitherto, 
the nest precious possession of the vast mujority of Norwegiens has been 
empleo loisure tine in which to onjoy thoir satisfactory but modest standard 
of living. This characteristic has prediszosed then to the wolfare pro- 
grans of the Labor governnent. This in many respects has been of great 
benefit to the economy, In effect, tho Lorwegian society has consisted 
ef a mass of people contented with gradual, unostentatious improvement of 
their lot, witu just sufficient leavening of capable, restlessly anbitious 
individuals to provide a leadership elite. In other circumstances tho 
heavy investuent demands of Lorway's cajitul-intensive economy might have 
proven Lintolerable. Since the end of org Var II llorwegians have con- 
suned a stuller proportion of their final product than the peovle of any 
cther advanced Free orld country, and as a conseyjuence their investnent 
bas been correspondingly higher, averaging sone 3) pereent of GhY annually. 
mowever, their rate of economic growth has not been phenomenal because 
the capital-output ratio, 10:1, has also been very high as a result of 
such factors as extensive social overhead prograns, the capital-intensive 
sature of production and one-shift operation of plants. 


The necessity for a high rate of investment has been and continues 
to be generally accepted. But the proportion between private and public 
investment is extremely controversial. Few oppose heavy governmental 
expenditures for the very costly economic infrastructure, i.e., hydro- 
electrie development, roads, schools, and even welfare expenditures, but 
cleavage is sharp <= at least in the ideological and political sense — 
over the desirability of state and mixed ownership of industrial enter- 
prises. 


Even if this division of opinion were resolved, however, a new and 
perhaps more profound dilemma appears to be in the offing. iiorway, like 
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many other Jest European countries, 1s entering the high mass consumption 
stage of development. a revolution in the distribution system is in the 
making, with the virtual ending of inport restrictions on manufactures, 
merchants are tenpting consumers with offerings of the world's most 
desirable goods and are beginning to provide consumer crodit. They thus 
are in the process of elininating the former necessity of saving to pur= 
chase desired goods at a later tine. This vista now opening up for the 
consumer of enjoying now and paying later for a great variety of the pro- 
ducts of industry will ajveal especially to the hitherto controlled pro- 
ponsity of Lorweglans to enjoy tho good things of life. It probably will 
lead to 4 demand for the allocation of a greater proportion of final pro- 
dact to consumption. It may produce a tendency to conspicuous consumption, 
' .re importantly, it may lead to rebellion against the incone-leveling 
pallosophy that has been a guiding tenet of Labor government for 25 years 
and to its replacement by the much maligned competitiveness that has char- 
asterized american society. This, in time, could produce a social revolu- 
tion that would pose difficult problems for the economy, as well as for 
other uspects of Norwegian culture. 


In other remotely connected respects, social programs already are 
e2using problems. The financial burden of promiuns for the extensive 
ecelal insurance programs are proving very heavy for the lover income 
geoups and are giving rise to complaints. Businessmen and industrialists 
coupluin that heavy taxation prevents enterprises from generating the 
capital they need for expansion and modernization, and forces them to 
resort so extensively to borrowing that their loan obligations are 
greatly out of balunce compared to their share capital. and unisss the 
government soon reaches a plateau of public investment -- which is un~ 
likely -- taxes may well have to be raised instead of lowered. 


The most critical problem facing the economy in the inmeiiate future, 
however, is the nature of the arrangements that will eventuate noxt 
s0rding tron the negotiation for a contract between thea employers and 
the Trade Union Federation, ani between the government and the farners 
for an agricultural agreement. Tie prospects are generally considered 
good for restraint in the demands of both labor and agriculture, and 
conseyuently for increases in wages and fringe benefits and in agricul- 
tural prices that will approximate recent increases in productivity. 
The possibility is remote, however, thut such great increases will be 
wrung from the employers and the government, respectively, as to cause 
great detrinent of Norway's ability to compete on world markets. 


The longer range »roblems are nore difficult. First, how long will 
Horvay's hydroelectric power potential be capable of development into a 
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usable, chead resource that gives Noruay not only a comparative but also 
an absolute udvantage in the production of a wide range of nanufactures® 
Informed lorvegians realize that the advantage will not last for many 
years <= hence the great urgency in ;ushing ahead in the developmental 
effort. «at the sane time, isorway ds proparing a second string for its 
bou, that is, it is investing time and talont in miclear research 50 a3 
to be prepared to switch to nuclear power when necessary -- but that tine 
of course is not yot. 


Second, and most zortentious in all respects, is the questionable 
ability of tlorway to gonerate by research, or otherwise to acquire, the 
production and distribution technology the econony will reyuire in geo- 
netrically progressive anounts in the future. Lorway's problen is a 
problen of smallness; like all small countries Norvay can afford to alloe- 
cate only limited rasoureos to research. The economy is moving into a 
high technolopy stato of develo,nent that will rejuire rapid technological 
advances on a broad front. ITiitherto in the jostwar period, Norway has 
imported large anounts of technology from abroad. In the present era of 
predictably heightened competition in international trade, foreign tech- 
nology will probably become increasingly difficult to obtain. loruvay's 
own reseureh effort -- although imaginative and ably directed — must be 
considered inadequate to the requirements of that situation. Unless 
horuay 1s able to make arrangeuents for a division of labor with other 
countries in research, the econony consequently is likely to become un- 
viable. Thoughtful Norwegians are avare of this oventuality and are 
sourred by it toward support of economic — and even eventual political -- 
integration with their iiest Lurodean neighbors. 


The great extent of Norway's susceptibility to external economic 
influences is indicated by the ratio between the value of exports of 
goods and services and the gross national product. The ratio for Norway 
is 41:100 comoured to the U. K. ratio of 21:100 and the U. 5. ratio of 
4:00. 


Trude. Since the days of the Viking Sea Kings Uorway has looked 
outward on the world and depended on it for a large part of ite liveli- 
hood. The oldest of all Norwegian industries, fishing, at an carly stage 
of development required a lurge part of its product to be exported, The 
industry on which the manufacturing sector of the egonony was founded, 
forest products, was vrimarily an export industry. vrobably the most 
dynamic sector today and in the forseeable future, electronetallurgical 
and electrochemical production, to be efficient must necessarily produce 
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goods far in oxecss of the neods of Norway's anall domestic market, and 
conse:juently must export the surplus. 


lorwegians then are accustomed to living by foreign trade and realize 
that they are inevitably exposed to the vicissitudes of changing prices 
and demand on vorld markets. They recognize that their export products 
must be conpotitive at all times and that their ex ort industries be 
nodern, officient and expansive. They also secept the fact that the in- 
dustrial labor force must be mobile and prepured to sceopt a relationship 
betwoen its renuneration and the prosperity of particular industries to a 
larger degree than the labor force in a less open econony. They are pre=e 
pared to take their chances in world carkets. Lost inforned noruegians 
conssjuently are strong advocates, at least in principle, of free trade, 
free conpetition and free enterprise on the international seene, while 
at the same tine they support or accuiese in control and regulation in 
the donestic econony. 


In practice, there are some notable dipressions from the free trade 
principle. The hone consumption industries have been protected by a 
noderately high tariff wall since the 1920's, some of these have become 
internationally competitive but nost -— notably the shoo industry =< 
have not greatly inproved thoir efficiency and some probably have tended 
to becone less eonpetitive, Fron dorid Ver II unt4l recently, at least 
two najor forees tended to offset Improvenents in efficiency: sholter 
from foreign conzetition deriving from quantitative restrictions on trade; 
and governnental encouragerent of new industriel ventures in minor centers 
of population for tho purpose of providing greater employment osportunities. 
Tne result has been a proliferation of small units of oroduction with low 
productivity and high costs of production, The Government in the last 
two yoars has moved to expose most of these industries to foreign compe= 
tition, however, by wholesale liberalization of trade and partici pation 
in the European Free Trade Association. Dislocations are almost certain 
to result in some industrial enterprises. They are likely to have to 
make major readjustments or to resort to mergers or arrangements for 
rationalizing production if they are to survive, The competitive posi- 
tion of the hone consumption industries therefore will no doubt show ine 
provenent over the next few years. 


liotoriously, the most protected industry is agriculture. Norway 
is not by any means unique among the ilest European countries in protecting 


agriculture, but it 4s doubtful that any other sugports a higher degree 
of inefficiency in farming, or sustains a larger proportion of marginal 
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farming unite, The stated reason for this policy is the need for a 
capability to produce an essential mininun supoly of food against the 
contingency of a future war. lorwegians have vivid nomoriocs of the severe 
food shortages they suffered during the German cecupation in ‘orld war II 
and few vould therefore agree to an obrust shift away from orotectionisn. 
The Govornnent, however, realizes that self-sufficlency in food -— even 
at the minimum subsistence level -- is of doubtful feasibility, and is 
noving quietly and pradually to clininate inefficiont furming while still 
pursuing a protective policy dictated largely by a political nesd to re- 
tain a largo furm vote. 


Egreicn Investnent. Foreign capital has played a prominent role in 
norwegian development, Tho extensive rebuilding and expansion of the 
merchant marine has been accomplished in large part by forolgn loans, 
many from ew York banks. The foreign exchange elenent of the large oxe- 
pendituros for the developnent of vaterpover has been financed almost 
exclusively by foreign loans == much of which in the postwar period was 
furnished by the I3D. Moreover, the Governnent has deliberately restrict~ 
ed the generation domestically of private investment capital not only to 
provide invostmont funds for Government purposes, but also as a means of 
foreing enterprises to reduce the inflationary effect of their investments 
by import capital from abroad. 


little foreign direct investment has been made in Norway, however. 
The recency of forcign  ,olitical domination, the doctrinaire social 
democratic prejudice against foreign capital and the philosophy of tight 
governnent rogulation of the economy inhibited the development of an ate 
nespshere conducive to foreizn Girect investment. But officialdom and 
public alike came gradually to recognize that the immense investment 
needs of the 1960's neguiyed not only the exoansion of the existing 
sources of capital but also the attraction of direct private investment 
from abroad in massivo infusions. In 1959 the Government therefore 
announced a new policy of encouraping and actively seeking out foreign 
snvestment. Trygve Lie, former Foreign ilinister and former Secretary 
General of the U. il.gis Special ambassador for the purpose. His efforts 
have borne some fruit and may be very productive if, as a result of 
Gabinet discussions now in progress, the Government decides to permit 
foreign enterprises to participate in the fourfold expansion of the 
electrometallurgical industry planned for the next 10 years. 


The basie problem in attracting foreign investors to Norway is 
that Norway offers relatively few advantages. Because of the scarcity 
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of other resources, only uater;over-intonsive industries have uarked 
natural advantazes. Too, Norway hus shown very little inclination to 
offer tle degree of taxation, site procurement and similar advantuges 
that has proven to be so effective in places such as the Netherlands 

and iuerto ideo, and generally in iestern Furope. In fact, when the 
public has got the scent of slightly preforential treatment of foreign 
investors it has raised a loud outery. The climate of public opinion, 
thereforo, clearly will have to change before the Government can offer 
special inducements to foreign investors. The adjustments — such as 
nergers, shifts to new lines of production and rationalization of pro- 
duction — that probably will be made necessary by increased competition 
in EPfa4 may lead to the emergence from time to tine of attractive oppor- 
tunities for forcizn investors, but aside from these accidental opportun- 
ities only the electrometallurgical and electrochenical industries apnear 
to be areas of continuing attraction. 


D. Current Loononic Issues 
1. Jrade 


The U. S. uni Norway agreo on the basic objective of steadily 
expunding world trude through the gradual reduction of barriers to trade. 
Norway, however, dosires the establishnent of an atlantic Custons Union 
ineluling western Lurope, the U. 5. and Canada. horway would move toward 
this objective by u gradual clinination of all barriors toe trade. at 
the sane tine, horway would generalize the tariff reductions to the under- 
developed countries without reciprocal action on their part. 


The U. 5. cannot share Norway's objective of an atlantic 
Customs Union as long as the U. 5. is guided by the principle of avoid- 
ing naterdal injury by inports to any of its industries. Only a funda- 
nental shift of U. 3. policy, such as substitution of dislocation assist- 
ance to industry for the "no injury" principle, might make 1% possible 
for a Ue S. move in such a direction, In present circumstances, only a 
continued forward noveuent tovard nore Liberal trade can be expected to 
ameliorate the differences with Norway on trade policy that arise fron 
time to tine 


Recommended Position: 
The U. S. should continue to press lorway to reduce the 


the remaining restrictions on inverts from the U.S: In 
this effort hard core industrial items should continue to 
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be onphasized, but the U. S. should ulso mount a longe- 
tern effort to induce iorway to reduce and in tice elinie 
nate 6 large part of the prevailing restrictions on agri- 
cultural inzorts. «ction should aleo be taken publicly 
to bring to .orwegian attention the long distance taut the 
U. 5. has novel in the lust 25 years from its traditional 
protectionist policies. 


2. shiv: 


The standard pattern of Norway's external econony hus involved 
un almost continuous exeess of injorts over exports with deficit being 
covered by earnings from shipping. ‘hose earnings in fuet constitute 
xbout one-third of all earnings from external transactions and the ratio 
between gross earnings from shipsing and Giiv is 163100. 


sorwegians illustrate their dependence on shipping by a state- 
rent that with their nerchantwarine they have a “est “uroveun stundard 
of living, whereas without it they would have an Mast Furopean standard 
of living. 


ilorway has the world's fourth largest merchant marine, and in 
terns of modern, efficient ships also ranks very high. lorwegian bottons 
for sol yeurs huve curricd a gradusully increusing srozortion of the 
world's scuborne commerce, amounting to 10.5-11.0 percent in 66) aceord- 
ing to the best estimates obtainable in Norway. The merchant flect is 
fully ex»osed to world competition and has been uble to muintain its 
position because of Norvegian experience and expertness in nautical 
matters, the seagoing tralition of the iwrvegian poople, the competence 
of the country's shi brokers, and the extensive inaeendence of action 
the shipowners have been allowed to huve. The lubor coats of the ine 
dustry have inereased only vodcrately in the postwar period; for exanple , 
tue going rate of say for ship cagtains is uaproxinately the same us taat 
of an american able seanan. Shipowners as a whole, however, have been 
extrenely successful in avoiding government measures designed to reduce 
dneone inojualities, with the result that the ga: between their standard 
of living und that of the average iiorwegian has begn, and continues to 
be, steudily growing larger. The shipowners, fur from being a politically 
ostracized group or a political whipping boy, are in fact respected as an 
elite by all levels of society. VDespite the repugnance with which some 
doctrinaire leaders of the Labor purty view them, shipowners are treated 
even by the governnent with the consideration and cooperation that the 
vital importance of their industry earns for then. 
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For tnese reasons, the government, press und public solidly 
unite in opposing aspects of U. 5S. shissing policy such as our 50-50 
shipping clause in uid agreenents ani our upholding of flags of conven- 
ience. Construction and o,erating subsidies come under lees intense fire, 
probably best described as "sniping." The main Lorwegian concern at pre- 
sent is to prevent other countries from instituting wholesale discrini- 
nation in favor of their ships, justifying their astdon by citing U. S-. 
50-50 clause as u precedent. The iiorwegiane have been disappointed that 
the Ue 5. has deolined the invitation of the ouritine nations to join in 
divlouatic protests to som of the countries pructicing extensive flag 
diserinination, 


liorwuy seeks international division of labor in shiz ing by the 
elinination of all the restrictions and supports — except conferences << 
otoer countries use to maintain or increase the size of their morchant 
fleets. 


One possibility of completely eliminating the disagreement with 
lorvay on tides issue nay lie in a suggestion made sone months ago in the 
gress for a long term govermient-su2sorted program of research and con- 
struction loading to revlacenent of our present merchant fleet by one so 
efficient and highly automated that 1t could comsete with any and all of 
the world's marine enterprises. 


siorwegian criticism of U. 5. shizning policies varies in ine 
‘tensity sroportiongds to the wealness of world freight markets. To the 
extent to uhich we ure able to promote oxnanding world trade we also shall 
reduce the acuteness of the problems arising from this issue. 


3 led. vositd 


Within the range of present U. S. shipping policies, we 
should seek constantly, but in low key, persuasively to ex- 
plain our policies and to mitigate the opposition outeries 
from Norwegian shipping interests. 


Serious consideration should be given to undertaking a 
greater measure of cooperation with efforts of Norway and 
the other maritine nations to reduce discriminatory practices 
in shipping. This might tuke the form of parallel diplomutic 
action or the adoption of a posture in international bodies 
against flag discrimination. 
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3. Giyil aviation 


sorway desires that civil aviation ontorzrise be conducted 
under the same conditions as shipoing. Here, however, the oroblen becomes 
complicated and difficult. Norway, Sweden and Denmark shortly after iiorld | 
war II joined in establishing a mixed privately and .ublicly owned aviation 
enterprise, Scandinavian airlines System, and conferred on 4t a virtual 
monopoly as the chosen instrument of the three countries in international 
scheduled air transport. SiS has come to be a proud symbol both of Sean- 
dinavian solidarity and of Seandinavian ability to compete in a modern 
"industry." In due course the countries entered an air agreonent with the 
U. S. which asong other things srovided that the so-called "Bermuda prin- 
ciples" would regulate and "linit" traffic between the U. Ss. and Seandinaviu. 
the Seandinavians interpret these principles more broadly than the U. &. 
The Berimda capacity clauses provide that the presonderance of traffic 
carried by U. 5. curriers and JAS over the sorth atlantic shall originate 
in tho U. S. for Scandinavia or vice versa. The Seandinavians consider 
that the clauses do not limit carriage of traffic originating behind 
Scandinavia for the U. S. nor traff4e originating in the U. S. for desti- 
nations beyond Scandinavia, The U. 5. considers that the clauses do 
limit such traffic. In support of their views the Scandinevians assert 
that: (1) the agreed route descriptions annoxed to the civil air bilateral 
do net cover these ty2es of traffic, und (2) tho original intent of the 
capacity clauses was not to limit this "beyond" traffic but rather to limit 
the traffic .icked up at internediute points. 


at the U. 5. roquest, capacity consultations were held with the 
Seandinaviuns in September 1960. The results were inconclusive; each 
side staunchly maintained its views The consultations probably served 
the useful purzose of Jefining the area of disagreement, but they created 
bitterness in Scandinavia, Unfortunately, public discussion in Vorway — 
und elsewhere in Scandinavia — ignored the basic issue, i.e., that the 
talks reluted to the imalenentation of an agreenent regulating traffic. 
Tae Norwegians instead vigorously advocated freedom of the air -— which 
the agreement explicitly limited —- and uceused the U. 3. of departing 
fron its advocacy of freedom of competition and freedom of enterprise, 
and of cursuing naked commercial advantage. The authorities, the press 
and the public were united in opposing the U. S. position and only the 
udeotness of the U. 5. delegation to the talks prevented the generation 
of much more bitterness und recrimination than actually eventuated. a 
residue of bitterness still remains which will promptly awaken in any 
recurrence of the discussions. 
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Norway's stated objective is freadon of the air substantially 
equivalent to existing freelon of the sea. iorwuy would no doubt settle 
for mush less, but is most unlikely in present cireunatances to accept 
our intergretation of the Jermuda principles and specifically our inter- 
yretation of the capacity clauses in thea U. &. = Scandinevian bilateral. 


i 1! 


The U, 5. night well temporarily postpone its efforts 
to induce tiorway and ite Scandinavian partners to ugree to 
our Jerruda concepts and conesntrate on a pragnatic solution, 
slong some other line such as voluntary measures to increase 
the »roportion of srinary justification traffic,Jin agree- 
nent whereby -- without reference to principle — Sas would 
reduce its rate of growth over a period of time, but not 
freeze its capacity at 1960 levels, until primary justifica- 
tion traffic constituted a larger proportion of total traffic 
earried, within an agroed range of orders of magnitude. 


The U. 5. might also consider the possibility of rais- 
ing the question of the interpretation of the capacity 
elauses in the International Civil aviation Organization, 
as loruay suggested in November 1959, Throughout, hovever, 
we should seek to mitigate as best we can the emotional 
outory aguinst any discussions whatsoever of civil aviation 
questions. 


4. 


All of the foregoing tendeneles of Norway in its international 
economic relations find exoression in regional econonic cooperation efforts, 
nanifested at threo levels: Nordic economic cooperation, the European 
Free Trade association and its relationships vith the Curojiean Common 
iiarket, and atlantic economic cooperation as expressed in the negotiations 
te reorganize the O50 into UbCD, 


#orway is predisposed toward regional economic cooperation by 
the openness of its oconony and the importance of foreign trade and ship~ 
ping to its well being. Uorway, however, chose not to join the Comnuni- 
ties of the Six for several reasons: (1) it was skeptical that the Com- 
runities would sueceed, (2) it found great political difficulty in asso- 
ciating itself so closely with Germany, (3) nationalism prevented accept- 
ance of the goal of »volitical unification enunciated in the ome Treaties, 
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(4) Norway objected in principle to the Conumon External Tariff because 
it would raise import duties ajpreciably, particularly on important ray 
materials, (5) iiorwegian home consumption industry feared that it would 
be unable to withetand the degree of foreign conpetition that membersh1i» 
would entail, and (6) perhaps most importantly, the basic concept of the 
Communities fundamentally conflicted with the strongly held Labor party 
philosophy of regulation of the domestic econony to promote social ob- 
jectives. 


decently there have been convincing indications that Covernnent 
and Labor arty leaders realize that the decision egainst joining the Com- 
sunities muy have been a mistake, The cconomic price Uorway will have to 
pay for its position outside the Conmon External Tariff wall of the six 
will no doubt be stiff in terms of lost markets, varticularly since List 
G products comprise about half of liorway's exports to the Connon Market 
countries. jorwegian officials are skeptical about the possibility of 
hegotiating meaningful con ponsatory reductions in the conmon tariff or 
veeiproeul reductions during the multilateral negotiations to be held 
early in 1961 under GalT auspices. Significant and growing numbers of 
norwegians are corning to doubt that a small economy such as Norway can 
in the long run remain econonieally viable in an era that requires in- 
creasingly higher industrial and distributional technology to remain 
competitive, Many horvegians have cone to realize that a small country 
such as theirs cannot. pursue a distinctive foreign policy. «a mere hand} 
ful expresa the view that the political union of iigstern Lurope will be- 
come necessary in a few years. almost to a man, however, lorveglans 
support European unity, in the sense of close cooperution among the West 
buropean countries, ani deplore the split that they firmly believe has 
resulted fron the formation of two trading blocs. 


But Norwegians have only recently acyuired most of the fore~ 
going insights and opinions. after the failure in 195€ of the GELC Free 
Trade urea negotiations they epose to join da the work of forming the 
kuropean Free Trade association (Outer Seven) partly because they could 
not hove to cope with vastly superior bargaining power of the Six, partly 
beaause they needed to compensate to the extent possible for the impend= 
ing loss of tueir narkets in the Six, and partly because they believed 
the Seven had hoves of building a bridge to the Six. ferhaps most imq 
portuntly, the rules and structure of the Lif fitted exactly with Nor- 
way's concept of the ideal arrangement -- free play of economic forcos 
in international relationships combined with scope for government regu=- 
lation of the domestic econony. 
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The hoped-for bridge has not, of course, eventuated und ig 
still not in sit. ost thoughtful “orvegiuns have concluded that an 
assoclution of tue Six and seven will require, at tho least, extensive 
harmonization of tariffs; perha:s a custons union with its own com:on 
outside tariff walls u comon cotimerclul policy; anid trobably oxtensive 
hurmonization of domestic ccononics policies, seroover, ther: are feu 
indications that joOrvay would balk ut paying such uw price for recone. lia- 
tion with the six, In fact, there 4s reason to believe thut if the lt. K. 
were to join the Six, liorway would follow, 


One of the principal restraints on such a nove by jloriuy vould 
be its reluctance to invair the ties between tho sordic sountries that 
have been assiduously cultivated sinee the ond of jorld war II. lunerous 
frustrations, however, have attended efforts to bufld a firn econonic 
underj;iniing to the structure of vordie cooperation, The cost notuble 
vas the srotructed effort to erect a sordic Conmon liarket, vhich was 


lrustrated by the decision of “Orvay, Svoden and Lennark to particinate 
an the LYTa, 


Ss oradically, demunds are nade on the Lorverian and other “ordic 
Governionts to find and put inte practice concrete srograns for further 
economic eoojzeration, Governnent experts dutifully exunine the possibil- 
ity of such srograns, but Pind little scope for then, Cooveration already 
exists in labor markot » S001al insurance and sindlar areas; other prose 
rective Joint fields of endeavor are hedged about with inposing difficulties, 
a8 witnossed by the problens in connection with the Horverlan-Finani sh 
project to build a Dulp and paner olant in horth Norway near the Finnish 
border. 


Esto,ped, at least for the tine being, fron expanding Nordie 
econonis cooperation and building a bridge to tho six, lorvay has cone 
centrated its attention during the last rew months on atlantic economic 
cooperation. ‘iorway welcomed the initiative of the United States in supe 
gesting the reorganization of tho Vin and the oartielpation of the U. su. 
and Canuia ag full members in the successor organization, It cave “ore 
wogdans a now outlet for their energies in Laternutional econonmie urfairs 
wnd provided a veleome relief from the frustrations of the previous two 
or three yeurs,. woreovery, ioruay was extrenely -leused that the U, De W4a5 
prepared to give econonie substance to the eoneet of atlantic ecormunity. 


Lifferences of views however soon develoved. iloruay was, and 
still is, motivated by a desire to have tight, explicit connitnents and 
rules apply to the GECD us a protection against the superior leverage of 
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larger states. Thus, Norvay was disappointed at the initial U. 5. de- 
enphasis of trade functions, at U. S. objections to continuation of large 
garts of the code of Liberalization, and ut our problems in accepting 

the concept of coordination of economic policies. The vital importance 
of shivping has led iiorveglans to show the greatest concern, houever, 
when they believed that provisions for non-Jiscrimination in shipping 
neight be removed from the Code of Invisibles and, later, that the entire 
eode might be left in limbo until the charter of the OKCD had been signed. 


Norway is intent on bringing about a set of organic relation- 
shins between the Six and Seven, even though Norwegians generally realize 
Shat this objective will not be easily or quickly attained. sorway con- 
siders that the U. 5. has been lukewarm to the EFTA at best and perhaps 
oppesed to it in orivate. Opinion is widespread in Norway that the U. 5. 
snould actively work toward a reconciliation of the two groups, particu- 
larly since it 1s generally held in Norway that the attitude of France 
4s the principal obstacle and that the posture of the U. %. reinforces 
she French in their views. 


The burgeoning development of the Common Market -- despite such 
setbacks as failure to agree on the Eurenean Economic Commission's pro- 
Jogals for common agricultural arrangerients -- appear to have carried the 
Gix so far along the path of integration that it no longer re:juires the 
sare necessary for a young and tender plant. It also appears as likely 
as not that G. S. trade interests would be advanced, particularly in 
she long term, by an association of the two groups. Furthermore, by 
waking an active hand in vorking out arrangements for such association, 
she U. 5. would be in the best position to advance its essential interests. 
Certainly we would groatly strengthen in relations and influence with 
orway by pursuing such a course, 


Korway desires a U. S. commitment to close and extensive 
eaeononie seoperation between the U. 5. and Nestern Europe within a well 
defined institutional framework ordered by a set of detuiled explicit and 
precise rules. Norway seeks -- preferably by tho establishmant of rules 
and procedures == to avold backsliding in trade, invisible and capital 
“vansactions, and coordination cf economic policy; to minimize the extent 
and duration of any temporary lapses; and to lay the foundation for ade 
vance toward even closer cooperation in these fields. horway is synpa=- 
shetie in principle to U. 5. views on development assistance activities 
hut considers that these views do not have much practical applicability 
10 Norway, because it will be preponderantly an importer of capital for 
many years to cone. 
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iloruegians will judge the U. S. by the liberality of its 


approach to emergent problems and by its willingness to commit itself 
to close and gorwing cooperation with furope. Moreover, Horway can be 
axpeeted to react violently to proposals that it considers inimical to 


its vital shipping interests and may go to extreme lengths to forestall 
such propogals. 


Heconmended, Position: 


The U. 3S. should seriously review the possibilities 
of a more forthcoming position toward the Seven and pro- 
moting an organic Six-Seven link. ito specific courses of 
action toward Lorway directly, however, seem indicated. 


Sinilarly, the U. 5S. should continue in Faris to 
negotiate the compromises of issues on UCD on which the 
two countries differ, taking Norwegian desiderata into 
account to the extent feasible. No epecifice courses 


present themselves in relation to direct action with 
Norway o 
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